Innovation has always been essential for commercial survival and success. But today's businesses face a new innovation-related challenge: growing public demand for solutions to this century's social and environmental problems. People around the world desire clean, fair, sustainable and affordable solutions to a host of needs that include clean air and water, climate-friendly energy, affordable healthcare, and quality education. Startup businesses have emerged around the world to address many of those pressing needs. In Mexico, for example, Clínicas de Azúcar is building a chain of clinics that provide effective and affordable care for that nation's immense and still fast-growing population of diabetics. In Kenya and Uganda, Bridge Academies International has built and staffed over 400 K-8 high-performing schools that even poor families can affordhundreds more are planned.
social objectives? How can organizations use those practices to profitably address social ills such as poverty, social inequity, climate change, and educational failure? This chapter draws on novel data, practitioners' experiences and dozens of interviews to highlight the organizational design and innovation behavior that advance the profitable pursuit of social innovation. We focus on benefit corporations as an organizational design that simultaneously delivers business and social impact. We then identify and analyze behaviors within established companies that support social innovation.
BENEFIT CORPORATIONS
Legal benefit corporations are US for-profit entities that pursue benefits for society, their employees, their communities, and the environment. The status of legal benefit corporation can be granted by any of the 31 US state governments that have passed benefit corporation legislation. 4 Under this set of rules benefit corporations must issue a mandatory annual benefit report on their social and environmental performance. While legal benefit corporations are still predominantly a US phenomenon, similar legal status is being considered in Australia and Europe. Italy was the first European country to ratify this legislation in late 2015. 5 Among the several corporations that enjoy the status of a legal benefit corporation, this chapter focuses on "B-corporations," which is not just a simple abbreviation. B-corporations currently exist in 50 countries. They are certified and have their social and environmental impact formally tracked and publicly reported by the B-Lab organization. 6 B-Lab is a non-profit organization that serves and inspires the global movement of "B-corporations" with the aim of building a global community, promoting mission alignment, and helping social innovators "measure what matters in the business." B-Lab's main instrument is the B-Lab Impact Assessment, which determines the outcome of the B-Lab certification. Legal benefit corporations may choose to be certified as "B-corporations" as well, though there is no strict requirement to do so.
Unlike traditional corporations that aim foremost to maximize shareholder value, B-corporations are organized and operated with an explicit mandate to create benefits for society. 7 Some B-corporations benefit commercially from public awareness of their social betterment missions, demonstrating that it is possible to "do well by doing good." Patagonia, the outdoor clothing and climbing gear company, provides a great example. It commands the second highest profit margin among the world's outdoor/ sports companies ( practice of using one percent of sales revenues (not profits) to support environmental protection groups. Patagonia has also attracted media attention, accumulating 677 media mentions for sustainability and another 97 for recycling in the last two years alone. Thus, the company enjoys the fruits of its socially oriented policies in terms of high brand awareness and competitive differentiation. There are currently more than 1,600 B-corporations operating in more than 50 countries, representing 130 industries 8 (Tables 9.1  and 9 .2). Consider two of them: Warby Parker and Ecozoom.
Warby Parker is a vintage prescription eyewear maker. Its goal is to disrupt the optical industry by offering high quality lenses at a fraction of the price charged by the few large companies that dominate the market. Warby Parker wants to have a positive impact on the environment and on society. Its people work actively to reduce their environmental impact by making carbon-neutral eyewear through tracking and offsetting their greenhouse gas emissions from frame production to shipping to warehousing. They also serve the community with programs such as "Buy a Pair" and "Give a Pair" through which for every pair of glasses that Warby Parker sells, one pair is donated to someone in need. The other company, Ecozoom, is in stove markets. Four million people in developing countries die each year from complications traceable to smoke inhaled from cooking stoves. To reduce this statistic, Ecozoom's founders improved the traditional open-fire cooking stove, significantly reducing CO 2 emissions (by over 192,000 tons by 2014); 9 the company's stoves have reduced the carbon monoxide typically inhaled by users. Its products also reduce fuel use by 50 percent. In Kenya alone, Ecozoom has sold over 100,000 stoves since the venture's launch in 2011, improving the lives of over half a million people. Warby Parker and Ecozoom share several characteristics. They:
• track their social impact-both their own and their suppliers'
• demonstrate that they care, not just talk about it • are transparent in their dealings and results, and they • are structured for social innovation.
Tracking Social Impact
Many industries use certification systems to weed out bad actors who make false claims. Producers of organic foods, wines, olive oil, "fair trade" coffee and chocolate are among the many enterprises that currently use certification programs to uphold quality standards and to validate the integrity of their brands. Many social innovators are doing the same, certifying that they are, in fact, serving a social mission. For them, "B-Lab" is the certifying entity. Since 2007 and 2013 respectively, B-Lab US and B-Lab Europe have implemented a certification system that provides a detailed analysis of a company's business model and operations. Its B-corporation impact assessment tool produces a comprehensive company assessment along five dimensions: environment, workers, customers, community, and governance. The certification process has two phases. The first is a self-assessment using the B-Lab assessment questionnaire online, which evaluates relevant issues such as environmental practices, recycling, the working environment, employee benefits and training, community focus, hiring practices, and transparency of corporate governance. The second phase of the certification process uses direct interviews and direct evaluation of documentation to verify all self-assessed areas.
Tracking social impact has strategic value. First, it signals the company's degree of commitment to customers and investors, but also to other external stakeholders, and society at large. Second, it reveals the company's positioning vis-à-vis the social impact of other market participants. In that capacity, the assessment instrument guides structured business decisions and practices, for example, supply chain decisions. A social and environmental profile can be developed to screen and select suppliers, visit them on-site, and develop deep relationships with the communities in which they are active. In a recent interview, the director of Wilmar Flower, a Kenyan B-corp, declared that B-Lab's assessment supported the company in the collection of suppliers' statistics, which helped to understand the suppliers' impact on its value chain. The availability of the fine-grained B-Analytics database-a comprehensive collection of the societal impact of all companies who took the certification-supports the purpose of using social impact statistics for strategic comparison and ultimately for positioning.
Demonstrating That They Care
In addition to tracking a company's commitment to society, B-corporations demonstrate their social engagement through recurring investments in sponsored events and other means. Consider the events promoted by Etsy, which provides an online platform through which small, craft businesses can sell their wares. Etsy promotes community gatherings that raise awareness of the social benefits of craftsmanship and of small craft-oriented business. Etsy cares about these traditional societal values and aims to support them. Toms Shoes provides another example of a B-corporation that demonstrates that it cares. Its widely known "One for one" slogan-one pair of shoes given to poor children for every pair sold-signals the company's ongoing social commitment. Since that program's inception, Toms has given 50 million new shoes to children in need, thereby demonstrating its social commitment and boosting its brand advantage. 10 B-corporations also address their internal communities-that is, their employees. Thus, we observe B-corporations providing flexibility to employees in terms of work-life balance, and supporting employees' volunteer community work. Employees of B-corporations also enjoy opportunities for training and co-ownership. Roshan, the Afghan telecommunication giant, for example, was incorporated in 2005 with the goal of contributing to Afghanistan's reconstruction. Today it provides 5 percent of Afghanistan's domestic tax revenue. In addition, Roshan pays its 1,200 employees at least 189 percent above the minimum wage, offers over two months of maternity leave, and extends health benefits to all immediate family members. Those programs are reflected in Roshan's B-Assessment Score and B-Impact Report (Table 9. 3).
Transparency
B-corporations typically demonstrate a high level of transparency in their corporate governance. Open-book management is commonplace. Sales, profitability figures and other accounting data are shared with employees, as are human resource (HR) practices such as transparent and clear promotion criteria. As a result, employees are treated more as partners than as agents in need of close supervision. That relationship fosters trust and helps everyone understand company goals and how his or her work contributes to them. People feel involved and empowered when they are "in the know." QoC Health is a B-lab certified software B-corporation. It designs cloud-based solutions for the Canadian health sector. QoC's practice of open-book management reveals how much money the company earns with each product. Employees were surprised to see that most profits were being reinvested into the expansion of the business. This helped a lot to motivate them. Transparency also helped the QoC executive team understand their employees' need to learn how to get the most out of their 
Structured for Social Innovation
B-corporations share another common characteristic: they are structured from their inception to focus on social innovation and social betterment. It may be that designing from scratch (through a startup) allows entrepreneurs and early employees to structure processes, product/service offerings, and relationships in ways that advance their overarching goal of doing good while doing business. As case studies of startups with explicit social intentions clearly demonstrate, founders of social enterprises recruit employees who share their commitment, passion and values. 11 Together, founders and these early employees organize themselves into collaborative teams that learn as they move forward, always keeping their eyes on the primary goal: creating social innovation for a better world.
Arguably, that goal is more attainable when the B-corporation begins with a clean slate and when its social innovation goals are understood and embraced by all employees. Thus, established organizations whose overarching goal is profit-maximization, and which have no clear imperative for change, will find the path to genuine B-corporation status more difficult. A simple name change or mission statement makeover will not suffice. For those organizations we instead suggest learning from selected corporate innovation behaviors in existing organizations.
CORPORATE INNOVATION BEHAVIORS
Five hundred questionnaires and over a dozen interviews have provided insights into innovation behaviors at some of the largest multinational companies. Some of the most interesting innovation behaviors take place in internal corporate ventures, or ICVs. ICVs are incubated within existing organizations to explore new markets, products, or client relationships with the goal of building new business for the parent company. 12 In explaining the attractiveness of ICVs to large companies, MIT's Edward Robert offered this terse explanation: "No other strategy for enhancing growth in size or profitability currently offers a higher probability of success." 
Employee and Stakeholder Engagement
Engagement is a cornerstone of innovation behavior; people must be meaningfully engaged in the innovative efforts and goals of their companies. Our data support the necessity of giving employees at all levels opportunities to contribute to idea generation. Indeed, one of the most frequent comments of our respondents was that people must feel part of the effort. Without that feeling, they mentally check out. Engagement must extend to all stakeholders. Consider Repsol, the Spanish energy company. For Repsol, employee engagement is a key component in its plan to become a more socially innovative enterprise. Twenty full-time positions and another three innovation experts in each business unit engage Repsol's people in the transformation program. But Repsol goes beyond its company boundaries to engage stakeholders. In Peru, Repsol built a network of service stations that offer liquefied petroleum gas (LPG). The project might have been termed a market expansion project, but it had all the characteristics of an ICV. In addition to its quest to satisfy Peru's growing energy needs, Repsol addressed several social objectives. Project leaders at Repsol reached out to local communities, engaging them in the design, construction, and staffing of one of its first refineries, which is located in the poor Ventanillas District of Callao. That project was in line with the Peruvian government's commitment to building energy infrastructure in rural areas where basic energy needs were underserved. Repsol's LPG would be cheaper and more environmentally friendly than traditional petrol, and vehicle owners were converting their engines to run on it. By engaging with the real needs of all involved stakeholders, Repsol was able to advance its mission in Peru.
Rapid Product Testing and Iterative Learning
Iterative feedback loops that facilitate quick and cheap learning are another successful innovation behavior we observe in ICVs. They are the mantra of the internal innovation team at COLT, the UK network specialist. That ICV team is evaluated, in part, on how many fast-learning exercises and hypotheses tests it completes in differentiating promising from unpromising projects. Only the best projects move forward. When learning is fast and cheap, its returns are easily justified. The same principle of fast, cheap iterative learning is useful for social innovators. And engagement with outside stakeholders-potential customers-can help to facilitate it. Outside stakeholders often recognize the intricacies of project designs that were helpful in the past and can be useful in the future. Frequent communication between social innovators and their constituents also creates bonds between them, making information flows faster and more accurate. Failing to connect with stakeholders was, in our data, the most often cited area of neglect among "wannabe social innovators." Blindly assuming that a proposed social innovation will meet the needs of stakeholders simply because it is "socially desirable" is a recipe for failure. One example of the power of stakeholder communication can be found at Danone, the French food company, where convergence between economic and social spheres is fostered through dialogue that aims for the co-creation of solutions. For Danone, co-creation has resulted in projects that are closely tied to local needs.
Danone's social innovation fund was launched over 40 years ago with a straight-forward intent: to experiment with business models that would generate social and environmental value. A top Danone manager champions each initiative and collaborates with local non-profit organizations in co-designing, co-managing and co-monitoring each project. These partnerships learn from other interested parties such as local governments, institutions and social mission organizations. Over the years, this deep engagement and fast-learning formula has led to several successful initiatives such as a school for women run in partnership with the Ana Bella foundation in Spain. The school helps women to overcome abuse and to attain financial independence through workshops, professional training and, ultimately, their employment as salespeople for the brand.
Time and Space for Creative Experimentation
People need time for innovative thinking and tinkering, and they need space in which to conduct their work. Most companies give employees specified times in which to explore innovative ideas. At Microsoft Spain, for example, that time is usually Friday afternoons. Our interviews and survey responses from the most progressive innovators, however, suggest that this approach is far from ideal. Their employees complained that they could not advance their projects in parallel with regular daily responsibilities. As one employee put it, "It's frustrating to watch great ideas go nowhere because we lack the time to move them forward." To avoid such frustration, Telefonica, Europe´s largest telecommunications company, takes employees out of their normal roles and gives them from three to six months to develop their ideas. That freedom to dedicate oneself to a project is highly motivating and boosts productivity and morale inside Telefonica.
In terms of space, Under Armour, number 9 on Forbes' 2015 list of the world's most innovative companies, has set the stage by converting an old Procter and Gamble's soap factory into a 140 thousand square-feet complex with vertical gardens, a basketball court, and a Humble and Hungry employee café. However, despite its importance, the fun factor of that space ranks behind its contribution to idea-sharing and collaboration between employees.
For social innovators, the issue of time and space extends to time devoted to stakeholders and to space designed to facilitate communication. Unilever Indonesia, the fast-moving consumer goods company (# 7 on the 2015 Forbes' top innovators list), has created a boundary-crossing bridge of social engagement with its stakeholders. The company's palm oil plant in Sei Mangkei, Indonesia, which opened in January 2016, processes only ingredients from known and certified local sources. This means they only use palm oil from sustainable plantations and thus help set standards for the environment. The company takes the time to engage with each supplier, educate him/her about the standards Unilever requires, and explains how to meet them. This empowers local sources with the capacity to provide top quality raw material input. Unilever also works with the Climate Policy Institute and IDH (the sustainable trade initiative sponsored by grants from the Danish, Dutch, and Swiss governments) in Indonesia to co-create a long-term landscape management plan that supports small farmers on their pathways to sustainably improving land productivity and, by extension, their incomes and lives. Through its international "Partner to Win" program, Unilever innovates socially at the same time that it optimizes its supply chain. In fact, 69 percent of the company's innovations in 2015 were associated with technology that originated with Unilever suppliers.
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Embrace Uncertainty, but Reduce Risk
Our quantitative data on ICVs show (see Figures 9.2 and 9. 3) that comfort with uncertainty (instead of tolerance for risk) is associated with a higher probability of success, and also with higher sales revenues after the first year. Indeed, our data reveal a positive relationship between the handling of uncertainty by the parent organization and ICV sales and profit performance. Most of these initial advantages grow over time. If comfort with uncertainty describes successful innovative organizations, what can we expect social innovation managers to learn from this?
Managers tasked with social innovation often face high degrees of uncertainty-both economic and social. They must ask themselves, "Will with what they find. They take calculated bets, trying to minimize the risks they can assess. One important tool that ICV managers use is the minor probe, similar to a cheap experiment, which is in the spirit of the Minimum Viable Product (MVP) popularized by Eric Ries in his book The Lean Startup. 15 These inexpensive and fast-learning strategies help managers to mitigate risks in highly uncertain environments.
The German insurance company Allianz is a specialist in hedging risks, so it is not surprising that Allianz created micro-insurance products for people at the bottom of the pyramid-people who were unable to afford traditional insurance packages. It piggy-backed these new products on the sale of mandatory life insurance policies in Indonesia, initially using its network of distribution partners. This was a risky venture with potential social benefits. But Allianz did not know if voluntary insurance would sell, or if customers trusted its brand for that purpose. Yoga Prasetyo of Allianz Indonesia approached this uncertainty with a pilot study (think MVP) designed to test the concept of selling voluntary insurance to at least 5 percent of existing clients. Whenever a mandatory life insurance deal was brokered, the sales representative also offered Allianz's micro insurance. On the social side, micro-insurance would protect socio-economic progress for Indonesian people. On the business side Allianz would grow its customer and premium base. Both were possible when Allianz embraced uncertainty while reducing risks.
CONCLUSION
Analysis of innovation champions can teach us a great deal about the organizational design of B-corporations and the corporate innovation behaviors in established organizations. The discussion and findings here have highlighted four characteristics that foster social innovation. The organizational design inherent in B-corporations enables companies to: (1) track their impact, (2) show that they care, (3) be transparent, and (4) structure themselves for social innovation. Similarly, innovation behaviors found in successful ICVs can be used to advance social innovation by (1) extending employee engagement to stakeholders, (2) applying fast and iterative learning cycles, (3) providing the proper time and space, and (4) embracing uncertainty while reducing risk.
By examining the approaches of leading social innovators and the best practices of ICVs, executives can appraise and sharpen their own innovation efforts. This study has shared facts and examples from our research with the goal of sensitizing leaders to the impact potential of properly designed and managed innovation practices. Though not an easy task, social innovation and the design of socially relevant business models is clearly becoming an essential feature of forward-thinking innovation practices. Findings in this chapter rest on qualitative interview and quantitative survey data for both B-corporations and ICVs. The B-Lab organization provided us with access to the qualitative descriptions of worldwide leading B-corporations in each of the categories of their impact assessment instrument. Through thorough content analysis we distilled the most salient concepts and behaviors displayed by the social innovation champions, which appear as examples above. We corroborated these initial findings with the survey data from their respective impact assessment scores, as exemplified in Table 9 .3.
For the innovation practices at existing organizations we first collected over 500 responses from 350 companies actively involved with internal corporate ventures. The companies included in our data represent over 75 percent of the Spanish IBEX (Dow Jones equivalent) and also include small-and medium-sized enterprises in representative proportions. The data contain detailed information about the corporate framework and activities carried out by the individuals responsible for the day-to-day operation of, collectively, a few thousand ICVs. We used the learning derived from the insights on B-corporations and our own professional expertise to specify a list of respondents' social innovation behaviors, which we regressed on profit variables of the most successful ICVs. We then analyzed the resulting significant influencers of ICV profitability to understand their individual and joint impact on ICV performance. As a final step we conducted interviews at ICV level of 12 organizations. These data were coded and analyzed for the same key words and behaviors that we found in the two B-corporation analyses and the quantitative ICV analysis. Substantial and significant overlap between concepts and positive performance implications provided final confidence in our empirical findings.
ABOUT THE RESEARCH
An interest in social innovation unites our team of authors. We research, teach, and consult about innovation in commercial and social contexts. Regular exchange with innovation managers, B-Lab executives, social entrepreneurs, and other top-level executives in leading companies prompted the research effort behind the present study. This work was drawn from academic literature, our own academic work, existing and novel data, and uses both quantitative and qualitative methodologies for data analysis.
At the outset we reviewed literature in the broad areas of social innovation, corporate social responsibility, and internal corporate venturing. Scholars such as Jeffrey G. Covin from the Indiana University, Ivey Business School Professor Simon C. Parker, as well as Harvard Business School's Clayton M. Christensen established important characteristics of individuals involved with innovation in large companies. Other published works by researchers Laura Illia and Marco Giarratana guided our thinking in terms of Corporate Social Responsibility and social values and community-focused strategies. Together their collective work formed the backdrop of our social innovation perspective.
Our results are based on multiple data. First, we collected data from over 500 individuals involved with managing or supervising the innovation efforts inside more than 350 established organizations. These data approximate the representation of the population of Spanish companies involved in active corporate innovation efforts by including 75 percent of the IBEX and including representative numbers of small and medium-sized enterprises. Second, and as part of this data collection effort, we conducted interviews and site visits with 12 of the most innovative companies in Spain and the UK. All respondents were senior managers with at least 10 years of experience in their respective companies and industries. They contributed their knowledge and perspectives on current developments through semi-structured interviews that lasted on average 70 minutes.
For our analysis of B-corporations, we collected publicly available secondary data on press mentions from the KLD and Factiva databases, details of B-corporation assessment tool results from specific companies, and brand value data from Forbes. We used these data for comparative quantitative analysis.
We performed additional empirical analysis on publicly available data on B-corporations. B-Labs made qualitative descriptions of leading social innovators available for content analysis. We corroborated a first round of findings from a pilot study by attending B-Lab events in Spain that provided the opportunity for exchange with managers of B-Lab and of B-corporations. Extensive collaboration with one B-Lab manager resulted in a personal presentation and interviews at our university in which all three authors participated. This involvement resulted in portraying top social innovators for each category of the B-corporation assessment instrument. These companies and their assessment data were selected for further analysis of the organizational designs and managerial behaviors associated with their social innovation activities. We studied the company profiles and conducted online searches for examples of their managers' atthias A. Tietz, Sondos Gamaleldin Sobhy Abdelgawad and Martina Pasquini -9781788116855
Downloaded from Elgar Online at 08/28/2019 01:53:13PM via free access social innovation behaviors. Some companies have dedicated sections on such activities in their annual reports. We used these to corroborate press mentions. The resulting data were juxtaposed with the data on ICV to compare and contrast salient concepts in both worlds. The resulting data on B-corporations and ICV characterize the most salient and most impactful organizational designs and innovation behaviors portrayed in this study.
